FEDERAL ELECTION COMMISSION
WASHINGTON, D.C. 20463

July 27, 2015

MEMORANDUM
To: The Commission

Through: Alec Palmer
Staff Director

From: Patricia C. Orrock ‘w/

Chief Compliance Officer

Thomas E. Hintermister ™M
Asgsistant Staff Director
Audit Division

Douglas Kodish
Audit Manager,

By: Jeff Spilizewski
Lead Auditor

Subject: Audit Division Recommendation Memorandum on the Committee for
Charlotte/Chariotte DNC Host Committee (CFC)

Pursuant to Commission Directive No. 70 (FEC Directive on Processing Audit Reports),
the Audit staff presents its recommendations below and discusses the findings in the
attached Draft Final Audit Report (DFAR). The Office of General Counsel has reviewed
this memorandum and concurs with the recommendations.

Finding 1. Recordkeeping for In-Kind Contributions

During audit fieldwork, the Audit staff identified 23 in-kind contributions provided
by corporations, commercial vendors, and individual contributors, totaling
$2,878,882, which Iacked the required supporting documentation. In response to
the Preliminary Audit Report, CFC provided some internally developed supporting
documentation for a portion of its in-kind contributions, but these documents did
not allow for verification of the reported amounts and the finding was not
resolved. In its response to the Draft Final Audit Report, CFC counsel stated he
was still trying to get more information from former CFC staff.
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The Audit staff recommends that the Commission find that CFC failed to maintain
Wsz, iate documentation to support reported in-kind contributions totaling
878,882,

Finding 2. Disclosure of Disbursements

During audit fieldwork, the Audit staff identified 43 disbursements totaling
$12,580,995 that were either missing or did not adequately provide the required
disclosure information. In response to the Preliminary Audit Report, CFC filed
errors. In its response to the Draft Final Audit Report, CFC had no further
comments.

The Audit staff recommends that the Commission find that CFC did not
$12,580,995.

The Committee did not request an sudit hearing,

If this memorandum is approved, a Proposed Final Audit Report will be prepared within
30 days of the Commission’s vote.

In case of an objection, Directive No. 70 states that the Audit Division Recommendation
Memorandum will be placed on the next regularly scheduled open session agenda.

Documents related to this audit report can be viewed in the Voting Ballot Matters folder.

Should you have any questions, please contact Joff Spilizewski or Douglas Kodish at 694-
1200.

Attachment:
Draft Final Audit Report of the Audit Division on the Committes for
Charlotte/Charlotte DNC Hoat Committee

cc: Office of General Counsel



Draft Final Audit Report of the
Audit Division on the Committee
for Charlotte/Charlotte DNC

Host Committee
(April 1, 2011 - December 31, 2012)

represents a city where a
publicly financed
nominating convention
was held. The audit
seeks to determine
whether the committee

has materially complied
mththemhlbmonnnd

s llmmu

About the Committee (:2)
loueDNCHouComnnm(CPC).
headquartered in Charlotts, North:Carolina, is 2 committee responsible
forhomgunzolznumﬁm {ations
hﬁnmaﬂon.mﬁe%onﬂne omifittee Organization, p. 2.

5%
Financial ﬁetlvlty 2) e
Receipts % &

o Gonﬁbm- v It eiray Convention

$ 24,428,337
13,000,000
31
(2,709)
$ 37,425,659

$ 32,532,958
8,783
4,000,000
93,592

§ 36,635,333

e

F H.ndlnp and Recommendations (p. 3)

e Recordkeeping for In-Kind Contributions (Finding 1)
¢ Disclosure of Disbursements (Finding 2)

1 “This amount was & result from loss on investments.



Draft Final Audit Report of the
Audit Division on the
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Charlotte DNC Host Committee
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Part I
Background

Authority for Audit

This report iz based on an audit of the Committee for Charlotte/Charlotte DNC Host
Committee (CFC), undertaken by the Audit Division of the Federal Election Commission
(the Commission) as mandated by Section 9008.54 of Title 11 of the Code of Federal
Regulations. That section states the Commission shall conduct an examination and audit
of each host committee registered under 11 CFR §9008.51. ’

Scope of Audit g
This Audit examined: .;-'g. g

1. the receipt of contributions from prohibited sourges; R

2. the disclosure of contributions and ather receipt;

3. the disclosure and nature of disbursements; ;::., , 7
4. the disclosusof debts nd obligtions; N ;55
6
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. the completencss of records;
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audit feldwork, CPC ‘complete sind the fieldwork began
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Part 11
Overview of Committee

Committee Organization

Important Dates

e Date of Registration

February 16

® Audit Coverage

2001
1, 2011%&@::&:31.2012

~Headquartors

Cec ==

Bank Information

T

*__Bank Depositories

o e,
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s Bank Accounts

sAccounts ¢

Treasurer

-
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o Treasurer When Audit Was Conducted %

e Treasurer Period Covered by Audit

¢ Who Handled Accounting and Rex un'irq-mu
Tasks

*%,;'E
Management Information < -
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e% of Hﬁ;chl Activity

Aﬁounh)
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April 1. 90}

o Refunds, 3]

© Other Income vE L (2,709)
_Total $37425,689
_Disbursements _

o Convention 32,532,958

- "\—---R:- e AL nol M panliag g 2 7g2

©_Loan Repayments Made 4,000,000

o Other Disbursements 93,592
_Total Disbursements $ 36,635.333

Cash-on-hand @ December 31, 2012 $ 790,326



Part III
Summaries

Findings and Recommendations
Finding 1. Recordkeeping for In-Kind Contributions

The Audit staff identified 23 in-kind contributions provided by jons, commercial
vendors, and individual contributors totaling $2,878,882 that laclkgd the required
supporting documentation. lnruponntoﬂnl’telunm it Repoit recommendation,
CFC provided some internally developed supporting documeiitition for a portion of its
m-hndeonmbuumhnﬂnmdmmmﬂm fied and the finding
unresolved. (For more detail, see p. 4.) b, ’

Finding 2. Disclosure of Mm ;

The Audit stafF identified 43 disbursements totalin$12,588.995 that weve extficr missing
or(hdnotndequmlypovidcmqlﬂmdduclm iltiimation. ' In response to the
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Part IV
Findings and Recommendations

| Finding 1. Recordkeeping for In-Kind Contributions

Summary
TheAud:tmﬁ:denuﬁedBm-hndconmbmwmwdedbycmpoMmeommmal
vendors, and individual contributors totaling $2,878,882 that lacked the required
supporting documentation. In response to the Preliminary Audigtepo

in-kind contributions, but the reported amounts still remain:iriverifiec
unresolved. :

_;_k“ " e
Legal Standard %ﬂ‘-’

A. Receipts and disbursements of m fnndl.Mmapnl accept
goods or services from commercial Aor convgntion uses undet'the same
wrmnndcondmom(mludmgrepmhng irer set forth at T1 CFR
9008.9 for convention committees. B “ingluding banks), labor

organizations, and other may
mmwmm.m tbrexp%lﬁmdinllm
9008.52(b). 11 CFR §9008.53. 1? ' {%

wpu'ovnded. 11 CFR §9008.9(b)(4).

C. Vllntlon ofln-Klid Contributions. The amount of an in-kind contribution
Mbcequglmﬂ:emalandnomalwlmonthedm:ewved. 11 CFR
§104.13(aX1): -

D. Formal Requirements Regarding Reports and Statements. Each political
committee shall maintain records with respect to the matters required to be
reported which shall provide in sufficient detail the necessary information and
data from which the filed reports may be verified, explained, clarified, and
checked for accuracy and completeness. 11 CFR §104.14(b)(1).

E. Recordkeeping Requirements for Reeeipts. The treasurer of a political
committee shall keep an account of:



e All contributions received by or on behalf of the committee;

¢ The name and address of any person who makes a contribution in excess of
$50, together with the date and amount of the contribution; and

e The occupation and name of employer of any individual whose contributions
aggregate more than $200 during a calendar year, together with the date and
amount of any such contributions, 11 CFR §102.9(a).

F. Preserving Documents. Committees must preserve these records for 3 years
after a report is filed. 11 CFR §102.9(c).

o
A. Facts &
The Audit staff identified 23 in-kind contributions totali _32.87 that lacked the
required supporting documentation. The in-kind consisted .1 goods and
services provided by commercial vendors, ons.andlndivmls;\md
half of the in-kind contributions totaling m.ssz.‘fl\;{mngdﬁomm
Documentation supporting the amount of in-kind reported were receipt and

disbursement databases and a few interpal tracking stated the amount of the
eonulhnhon,thelinelmwbe tilized: k1

worksheets of <|in irnentation from
o Tl n Iy |m amounts W
promgiional e 1 Ieration were not specifically
tmﬁedcrcmmfor
tated:it was available and would be provided,

mommdedthnCFCobummdmdedoqmmhum
to support the ibutions.

C. Committee Rapomml'nlmlmryAudltRaport

In response to the Preliminary Audit Report recommendation, CFC provided in-kind
contribution documentation. The in-kind documentation consisted of four internally
generated “tracking forms,"™ totaling $1,264,477, and an internal draft schedule that

3 The contractual information did not provide the typo informetion needed to verify the amounts

¢ This tracking form provided mostly information that was similar to the information found in CFC's
database. The information consisted of the following: donor information, & description of the item or
service provided, the proposed value, & budget line item, and a place for different committee signatores.
All tracking forms were unsigned.



totaled $2,121,206. In addition, a CFC representative stated that he was trying to work
with former staff to provide additional in-kind documentation, but ultimately he said
additional documentation could not be located.

The schedules and forms CFC provided did not include any documentation from the
contributors, worksheet calculations, or any other details that would allow for verification
of the in-kind contributions reported. In addition, $757,676, still remains without
supporting documentation. Because the documentation CFC provided did not allow for
the verification of the in-kind contributions reported, along with the absence of
docmnauonfotthemmngm-ldndcomﬂwﬂmnpmed,ﬂmﬁndmgmm
unresolved. ..;

P
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| Finding 2. Disclosure ornubnm?ﬁ G

Summary S5 e
The Audit staff identified 43 disbursements totalitig B

or did not adequately provide required disclosure infiirmatits
Preliminary Audit Report recommendation, CFC filed sinended
mﬂmnﬂycmbdtheduhnmmh&nhnnem h

u e

Legal Standard s £
A. Reporting Expenditares. WM?Mmmwmm
a calendar year, uwmmm
Amount; =~ Hy
Date whey:

must also itemizs, as a memo entry, any specific
 chargedon a credit card if the payment to the actual vendor exceeds

the $200 1 l¢; The memo entry must include the name and address of the
vendor, the of the disbursement, and the amount of the disbursement. 11
CFR §102. ) and 104.9.

C. Reporting Reimbursements to Individuals. When an individual who is not
acting as a vendor advances his or her personal funds (or uscs a personal credit
card) to pay for goods or services on behalf of a political committee, the
reimbursement must be reported as follows:

o Nontravel Advances. Report the individual as payee, and report the payments
aggregating over $200 to any one vendor as memo entries on Schedule B; and
e Travel and Subsistence Advances. If the total amount reimbursed is $500 or
less, the committee ahould report the individual as payee. If the total amount

Cro&lt,el v A committee must itemize a payment to
w%tudwm@ﬁﬁmﬂ“ﬁeﬁ%www&



exceeds $500 and payments to any one vendor used for the expenses total
over $200 for the calendar year, report the individual as payes, and report the
peyments aggregating over $200 to any one vendor 2s memo entries on
Schedule B. Each memo entry must include the name and address of the
vendor, as well as the date, amount and purpose of the payment. 11 CFR
§104.3(b)X3)Xi) and 104.9.

Facts and Analysis

A. Facts
mAudumfndmﬁedﬁdlsbmnIﬁmlmgSlz,SSO”SMmmmord:d
not adequately provide required disclosure information. The 1 omyofducloaue
errory, totaling $12,319,532, involved inadequate purposes. for payments to a
single vendor. Addmonnlmfomanonuwowdedmﬂnqble

..-'- I

3 Nmboro'r-'~

Description £ Transsctions | 2olay Value
Payments to corporations or other entities with s " .
or with no stated purpose disclosed. Mm o 38 2:490.987
ment with sn address di = T $48,365 |

. ..
mm&AMumﬁ%m@mmmmmwm
Moum%m@mmnammw)

C. Committoe Resppiise to Preliminary Audit Report
In response to the Preliminary Audit Report recommendation, CFC filed amended
disclosure reports that materially corrected the disbursement disclosure errors.



